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General Commentary

Treasury yields drifted lower throughout the week after the federal government shutdown
delayed the release of the September Employment Report. Instead, investors were left to sift
through the JOLTs Report which showed job openings were little changed and hiring was
subdued as well as the ADP Employment Report which showed companies unexpectedly
cut payrolls last month while August's data was also revised to a negative figure. Friday's ISM
Services Index showed that activity shrank for the first time since the pandemic. The Fed-
sensitive front end rallied 6bps on the week while the back end saw yields fall by 3bps after
investors tweaked up their expectations for future rate cuts.

IG Munis

The muni market saw a slowdown in activity after logging its best monthly performance in
almost two years. Coming into the week, ratios below 60% in the front end left little to be
desired causing the curve to flatten as investors re-allocated to longer duration. The
benchmark AAA curve saw front end yields rise 2-4bps, underperforming treasuries by as
much as 10bps, while the long end outperformed with a 5bp drop in yields. The primary
calendar took a breather this week with <$8bn in deals, but the limited options led to strong
subscriptions on negotiated deals and tight bidding on the competitive front, especially for
different name high grades with a little extra spread. A $374mm Aa3/AA- sewer deal was
bumped as much as 12bps out to 30 years, while a $179mm AA- children's hospital was
bumped 13bps out long. Even LA DWAP, a credit on negative outlooks by the rating agencies
given its potential liabilities stemming from last January's devastating wildfires, saw solid
interest with all maturities being 1.5-4x oversubscribed and upsized by $200mm to $1.01bn.
In the secondary, dealers reported a quiet but strong tone with a good mix of accounts
participating while trade volumes fell ~5%. Demand was supported by continued inflows,
with Lipper reporting that $630mm flowed into IG mutual funds this past week. Though muni
investors generally have a positive outlook, the primary calendar over the coming weeks is
expected to surge again, with ~$14bn coming next week alone. We suspect deals will be well
received, but underwriters will likely price in generous concessions, ultimately posing a
challenge for further muni outperformance.

HY Munis

Without much to choose from in the new issue market, HY investors turned to the secondary
to source different names for their portfolios. While overall activity was slower than usual,
we noticed more trades in less common credits in sectors like senior living, charter schools,
higher ed, and development districts. Benchmark names most lagged the AAA curve but they
barely traded with Cofina 58s, the largest in the HY index, seeing just 3 round lots trade this
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week and Buckeye Tobacco 55s, the 2nd largest, seeing just 2 round lot trades this week, all
of which were under 5mm. Buckeyes ended near unchanged, Cofina rallied just 2bps, while
GA SR400 Express Lanes finished 4bps better. The primary calendar had just one deal above
$30mm in size, a nonrated TX development district whose capital appreciation bonds were
bumped 12.5bps due to heavy demand. With inflows remaining strong at $478mm this week
and limited options to choose from, we expect the uptick in the primary calendar over the
next few weeks will be met with overwhelming demand. While we see little value in chasing
secondary spreads, there will likely be several opportunities in the primary market for
investors to monetize the new issue concession while participants clamor for paper after
receiving disappointing allotments.
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Disclaimers

This report is confidential and a product of Birch Creek Capital, LLC (“Birch Creek”). Itis intended solely for
the information of the person to which it has been delivered by Birch Creek. The views and opinions
expressed herein are subject to change without notice and Birch Creek is under no obligation to update or
keep this information current or accurate. This report is being provided for general informational purposes
only, and may not be disseminated, communicated, or otherwise disclosed by the recipient to any third
party without the prior written consent of Birch Creek. Birch Creek Capital, LLC is registered with the
Commonwealth of Pennsylvania as an investment advisor, which in no way implies that the state of
Pennsylvania has endorsed any of the entities, products or services discussed herein. This commentary
does not constitute an offer of to sell securities or the solicitation of an offer to purchase an interest in Birch
Creek Credit Value Fund, LP (the “Fund”) or any other Birch Creek products. Such an offer may only be made
to Accredited Investors or Qualified Clients and by means of a confidential offering memorandum.
Additional information regarding the Fund or other Birch Creek products is available upon request.

Any information in this document related to past performance of the Fund or other investments managed by
Birch Creek should not be relied upon as an indicator or guaranty of the future investment performance of
any Birch Creek present or future investment vehicle. Birch Creek’s investment strategy involves the risk of
loss. Any projections of future performance in this document are based on a number of assumptions and
Birch Creek Funds’ actual performance may differ significantly from projected performance. There is no
assurance that a portfolio will achieve its investment objective and please be aware that the portfolio may
be subject to certain additional risks described in the Fund’s confidential offering memorandum.

Market Commentary

This report includes forward-looking statements. All statements that are not historical facts are forward-
looking statements, including any statements that relate to future market conditions, results, operations,
strategies or other future conditions or developments and any statements regarding objectives,
opportunities, positioning, or prospects. Forward-looking statements are necessarily based upon
speculation, expectations, estimates and assumptions that are inherently unreliable and subject to
significant business, economic and competitive uncertainties, and contingencies. Forward-looking
statements are not a promise or guaranty about future events.

Neither Birch Creek or our information providers shall be liable for any errors or omissions or inaccuracies,
regardless of cause, or the lack of timeliness for any particular reason. The recipient should not assume that
such information, even if accurate as of its date, is accurate as of the date hereof. None of Birch Creek is
under an obligation to update the information contained in the materials attached hereto. THERE ARE NO
WARRANTIES, EXPRESSED OR IMPLIED, AS TO ACCURACY, COMPLETENESS, OR RESULTS OBTAINED FROM
ANY INFORMATION CONTAINED HEREIN.
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